This paper discusses linkages between globalisation and poverty in four South Asian countries, drawing upon eight papers prepared for a DFID-supported project. These countries were chosen, in part, because liberalisation occurred in these countries in the mid 1980s to early 1990s and was substantial, providing clear globalisation shocks as a laboratory experiment to discuss linkage. Countries generally seem to experience declines in absolute poverty over the period although relative poverty (i.e. inequality) is roughly constant. Determining linkage effects is difficult, however, as the analyses show. Excluded, non-globalisation, variables such as changes in remittances in the Pakistan case, account for much of the inequality change, and once removed can change its sign. Depending upon whether trade liberalisation is in the form of tariff change, whether tariff revenue is forgone by an equal-yield VAT or a progressive income tax, or other factors, different inequality impacts can be attributed to globalisation. Broad generalizations as to globalisation-poverty linkage do not appear to follow easily from these country episodes.
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Introduction
Substantial heat and in some ways limited light surrounds the linkages between globalisation and poverty. Despite the allegations and concerns that globalisation adversely affects the poor (Khor 2002; Watkins 2002) , and especially so in poorer countries, and counter-claims that it has 'supported' poverty reduction ( Precise definitions of globalisation are elusive, but it is usually perceived as a process of increased integration between and within countries, manifested through an increase in the movement of commodities, labour, capital (financial and physical capital), and technology. The wide-ranging nature of these globalisation processes and the inherent difficulties in identifying and measuring them, in terms of either their initial shocks or their impacts on various parts of the economic system (especially their impact on welfare and poverty) creates a number of analytical and empirical challenges. Even if we focus on just one kind of globalisation shock, trade liberalisation, and consider the consequences analytically (via a modelling framework) the shock might be seen to have quite different effects in different models, under different configurations of otherwise similar models, and based on different experiments (e.g. using different replacement taxes to make tariff reductions revenue neutral).
Equal care is required when clarifying the poverty side of the globalisation and poverty link. It can be interpreted as 'money-metric'-based poverty or expressed in terms of more broadly-based social indicators (Ravallion 1993 (McCulloch, et al. 2002: 3) . It did not draw a clear distinction between relative and absolute poverty, although the impacts might be quite different.
While it focused on impacts on goods prices, wages, and employment, and outlined alternative detailed pathways through which trade liberalization might have a direct effect on poverty, the study acknowledges that the total effect might be ambiguous, and this accords with our own experience. McCulloch, et al. also suggested that agriculture and services were key sectors for poverty alleviation, although they provided limited intersectoral analysis and did not stress the many pitfalls in assessing the nature and magnitude of such a linkage.
The rest of this paper is organized into three sections. Section 2 briefly considers the evidence and some of the difficulties (both conceptual and practical) in determining when liberalisation 4 occurs and at what speed, and the apparent changes in poverty during the period of liberalisation.
In two of the countries (Sri Lanka and Pakistan) liberalisation was gradual, whereas in India and
Bangladesh liberalisation was much more rapid. Section 3 then draws together some experience from the simulation exercises. There is considerable variety in terms of both the experiments and the modeling approaches. We purposely do not use one single generic model and apply it to each country. Instead, the models range from small, stylized, and more transparent models to much larger, computable general equilibrium (CGE) models embracing macro and micro closures. The final section, Section 4, draws some conclusions about the broad effects of globalisation on poverty from these experiments.
2.
Assessing the evidence
Dating globalisation shocks in four South Asian economies
As 'globalisation' and 'liberalisation' are terms which are open to such wide interpretation, it is not surprising that there is little consensus about identifying dates when countries may be said to have 'globalised' or 'liberalised'. This issue pervades much of the literature, most notably in the recent paper by Dollar and Kraay (2001) in which they attempt to subdivide a sample of developing countries into 'post-1980 globalisers' and the rest (i.e. essentially 'non-globalisers').
Their aim was to consider the relative growth and poverty performance of the two groups. the reform process has been much slower.
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In India, through the 1990s, tariff levels were reduced quite significantly, and quotas also experienced some relaxation. But economic reform in India involved more than trade liberalisation. The devaluation in 1991 was also significant, as were the relaxation of exchange controls previously applying to both capital and current accounts, and restrictions on FDI inflows. In contrast, Sri Lanka embarked on a series of trade reform measures much earlier -in 1977, when exchange control was dismantled, tariffs were reduced and quota restrictions began to be removed. The main feature of Sri Lanka's liberalisation is not so much the degree and intensity of reform but the relatively long time horizon over which the reforms were introduced.
Identifying poverty responses in an era of globalisation
The broad picture on the changes in absolute and relative poverty experienced during the last two decades in each of the four South Asian countries under study can be set against the background of their records on globalisation. As discussed above (Section 1) it is often quite difficult to provide a clear and unequivocal assessment of either levels or changes in poverty. Even when a money-based measure of poverty is used, many alternative poverty measures exist to measure and assess changes in poverty. So a first aim is to provide some broad overall indications of the magnitude and directions of change, distilled from the individual project material. In most cases the evidence accumulated is predominantly based on the contributing researchers' own poverty assessments carried out under the MIMAP project (see endnote 3).
In broad terms, evidence on poverty in the South Asian countries suggests that major change has occurred in terms of absolute poverty (expressed as a headcount index, that is, the numbers below the poverty line) and that this change has accelerated as growth performance has picked up post-liberalisation. However, the results are far from unidirectional. It is now generally agreed, in the light of some mixed evidence, that absolute poverty has declined in India during the 1990s, and a similar picture has emerged in Bangladesh. This underlines the broad evidence for South Asia as a region. In Pakistan, however, following a decline in poverty in the early 1990s there has been some volatility in the poverty ratios, though set against a rising trend. In Sri Lanka, after some apparent increase in absolute poverty during the early 1980s, a decline in the second half of the 1980s, there was a further increase in the 1990s.
With regard to relative poverty (inequality) in the region over the last few decades, the broad picture is that it has remained relatively unchanged (at least until recently) in spite of major trade liberalisation in the late 1980s and early 1990s. Still, from the evidence available, there are some differences between countries; increasing inequality in Pakistan post-liberalisation; a period of slightly increasing and then falling inequality in Bangladesh post-liberalisation; a similar increasing then falling inequality in Sri Lanka, though this occurs over a much longer horizon;
and some evidence of sharper increases in inequality in India in the late 1990s. However it is difficult to ascribe precise reasons for these different outcomes.
Evaluating the mechanisms of globalisation-poverty linkage in South Asia
Against this mixed and uncertain picture of dating globalisation shocks and assessing changes in absolute and relative poverty, the next step is to assess what form the linkages actually take.
Globalisation shocks in South Asia appear worthy of careful study because, to the outside observer, they appear to have occurred dramatically and to be concentrated over a relatively short time period. The view might be that if there are discernible impacts of globalisation on poverty, then surely they could show through in these cases. However, the central difficulty is Asian countries but also in OECD export markets, a number of channels of influence on poverty and inequality can be identified. 
Tariff-based liberalisation
The central form of linkage to poverty from tariff-based liberalisation discussed in the theoretical literature is from relative goods prices that change as tariffs fall relative to factor prices. These effects are associated with Stolper and Samuelson (1941) who provided conditions under which the factor that is intensive in the production of importables would lose out. Stolper-Samuelson effects in the South Asian case would therefore appear as a reduction in the relative return to labour used in protected sectors, typically being more skilled labour. These effects are widely thought to be pro-poor.
Many other factors influence the way trade liberalisation impacts on poverty. If the rich purchase relatively more of the imported good, then reductions in tariffs will be more beneficial to them on the demand side. If there are fixed, or specific, factors used in production, then the owners of these factors rather than owners of factors more generally will be the losers.
Depending upon how tariff revenues are, or are not, replaced, various distributional effects will follow. Replacing revenues using a progressive income tax will have different effects from a VAT or payroll tax, for instance. If tariffs are reduced while quotas remain in place, the effects of the tariff reductions are only lump sum since they merely increase the value of the quota rents.
Other distortions in the economy may be germane too. For example, if labour in the traditional (agricultural) sector is paid its average product, and the price of labour in the modern sector is determined by its marginal product, then tariffs can affect these distortions and intersectoral migration patterns may well be affected by the policy change.
Quota-based liberalisation
The South Asian economies were characterised, pre-liberalisation, by extensive use of quotas and other trade restraints, as well as tariffs. However, quotas, when changed, might produce quite different effects on poverty compared to tariffs. A number of sub-cases can be identified.
One case is where import quotas are merely allocated by national governments, so recipients of quotas also receive quota rents. In this case, trade liberalisation that removes the quotas also takes away the quota rents. If quotas are allocated to the rich, such liberalisation becomes pro-poor in its income redistribution effects, in addition to having the relative goods and factor prices effects that were noted above for the tariff case. A second case is where the quotas are auctioned by governments, so that in this case revenues accrue very much like in the tariff case. In these situations, the poverty implications of tariff and quota based liberalisation become very similar.
A third case is where quotas are sought after via rent-seeking behaviour that uses real resources.
Examples would be taking on surplus labour to demonstrate unemployment in the enterprise so that a licensing board will allocate quotas for imports of machinery. Such instances are discussed for India pre-liberalisation in Mohammed and Whalley (1984) who, for India in the 1970s, estimated rent-seeking costs for all major policy interventions in India (i.e. not just trade)
at 15-40 per cent of GDP. If rent-seeking accompanies trade-based quotas, then, on the removal of these quotas, real resources are saved, potentially leading to positive income effects.
Economy Wide Models
The ways in which these elements of linkage can be investigated usually involve the use of numerical simulation models, typically of the general equilibrium variety. Econometric methods are unable to deal with the richness and detail of the underlying structural forms involved and generally are not used. Parameter estimates based on past behaviour or existing structure may not give adequate clues at to what might be the case after the policy 'shock'. Therefore, numerical simulation and computable general equilibrium modelling approaches are much more useful for counterfactual analysis -that is, to examine the likely (or possible) consequences from some change in the initial situation. This implies that most analyses are ex ante: they are attempts to examine 'what' might be the economy-wide responses 'if' some exogenous change (a policy change) were to take place.
The typical procedure is to build a model with goods and factors, with trade in goods but no trade in factors. Such models are usually calibrated to a base year data set around which counterfactual equilibrium analysis is performed (see Shoven and Whalley 1992) . The counterfactuals typically involve the removal or reduction of tariffs and quotas, with an equal yield replacement tax in the tariff case (often a VAT surcharge).
Increasingly, these models are being used in double calibration mode with calibration taking place to two separate years of data. In this case the models are being used ex post rather than ex ante; the aim being to see how important one or other of a number of components of a combined change are for a change that has already occurred (such as a change in inequality). The methods used for this are discussed in Abrego and Whalley (2002) .
Many issues arise with using these numerical simulation models. One is that the precise structural form used can, to a large degree, predetermine the conclusions. First, models with fixed factors, that is for instance, where labour and/or capital cannot move freely between sectors, tend to yield concentrated outcomes from liberalisation, while models with mobile factors yield smaller but broader economy-wide effects. So in reality, the degree of mobility of factors is important to the effects of liberalization. This has implications for policy, in that labour market policies that promote migration, micro-credit, etc, which more generally increase the mobility of labour and capital, may spread the effects of liberalization more widely. Second, short run models with adjustment costs can produce sharply different implications from those of longer run models without them (see Edwards and Whalley 2002) . Third, results are highly parameter dependent. Typically, a subset of key model parameters is pre-selected (such as key elasticities of substitution) and it can be observed that liberalisation impacts change as parameter values change, often quite sharply. General results are thus typically not generated by numerical simulation; the results are therefore indicative rather than definitive, and it is orders of magnitude and directions of effect rather than precise numerical outcomes that are achieved from the analyses.
Yet another issue is how poverty is analyzed using these approaches. Some models tend to analyze factor price effects (such as the differential between skilled and unskilled wage rates) rather than a broader concept of income including capital income and transfers and taxes. Siddiqui's (2002a) data for Pakistan suggests a high income share for capital income (perhaps 30% in aggregate) indicating how partial this approach is. Others are large models based on social accounting matrices. Some modelling efforts (such as Cockburn 2001) have attempted to add micro-simulation detail to conventional factor income-type analyses. These approaches allow for calculations of movement of individual incomes above and below the poverty line, and other broader measures of income change, but rely heavily on ad hoc assumptions and assumed parameter values.
Results from the models
In Table 1 , we have attempted to summarize some of the results from a sample of numerical simulation models used to analyze globalisation-poverty linkages, mainly in the South Asian countries, but with Vietnam added due to its policy relevance. to analyze the relative importance of trade, technical change, and endowment change as determinants of inequality change. They take liberalisation to be given by the actual tariff and quota changes for the years that are analyzed, looking at revenue-preserving change.
A feature of these models is that they all embody some degree of factor specificity. This is due to a general model feature that if models capture all factors as being fully mobile across sectors then typically only a relatively small range of factor price changes can be accommodated as resulting from a goods price change without encountering problems of equalisation. These problems are also noted in Johnson (1966) and Abrego and Whalley (2002) and are widely accepted in the modelling literature. As a result, pure Stolper-Samuelson effects do not show through from these models because rewards to fixed factors are involved. Nonetheless, these studies all point to the conclusion that the influences of trade-based liberalisation, and of trade in general, on both absolute and relative poverty (i.e. inequality) are quite small. This is the strong and broad conclusion from these studies.
Other results shed further light on this conclusion. Siddiqui and Kemal (2002a) show how, in the Pakistan case, there is a clear and potentially major role for excluded variables in the analysis of linkage. As noted earlier, in the early 1990s both absolute and relative poverty increased in Pakistan. But this occurred along with a reduction in remittances that previously went primarily to the poor (as a percentage of income). Thus if the remittance change is removed from the analysis then trade changes alone generate an opposite effect in terms of both absolute and relative poverty. from Sri Lanka impact on the relative male-female ratio, concluding that outward orientation has served to partially lower the gap in this case. Bussolo and Whalley (2002) show how in the Indian case, reductions in transaction costs 4 that occur contemporaneously with trade liberalisation also serve to impact on relative wage inequality, and may help to explain a reduction in the relative wage gap between skilled and unskilled labour in the early period of liberalization in India.
Conclusions
To assess the effects of globalisation shocks in South Asia we have examined four cases of Pakistan, Sri Lanka, India and Bangladesh during the 1980s and 1990s. At first sight, they seem to be cases of declining absolute poverty, which accelerates some time after liberalisation, and relatively constant inequality. There are departures from this situation, rising absolute and relative poverty in Pakistan, and a few years of increasing relative poverty in Bangladesh. All in all, at a broad sweep of the brush the picture seems to be one of almost no impact on relative poverty (i.e. inequality) and some acceleration (through higher growth) in the decline of absolute poverty. However, separating out the linkages from other effects and influences, many problems are encountered. There are conceptual problems with measuring and dating liberalisation. These 13 are measurement and data problems in ascertaining exactly what has happened to poverty changes over the time period, especially with regard to different measures and income concepts.
There are problems with model-based analyses. Model structures make a difference, as does the precise liberalisation experiment used. Hence, even in a case where, at first sight, the linkages between globalisation and poverty are seemingly exposable, conceptual, data, and modelling issues preclude overly firm conclusions. Specificity of experiment, of the model, and other factors all matter greatly.
The general and overriding conclusion from these analyses is that the debate on globalisation and poverty linkages appears to be pitched at too general a level -even in these country cases -to be able to draw firm conclusions. There is no firm theoretical link between globalisation and poverty; the empirical evidence is difficult to disentangle, not least because so many events occur contemporaneously. Numerical simulation methods and models are useful in separating effects but usually under strict "other things being equal" conditions of one form or another. So policy conclusions are necessarily severely constrained by circumstances and are heavily conditioned as a result. (1977, 1994, 2000) Trade 
